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1 . ADVANCED PAYMENT FOR ENRICHED URANIUM SERVICES (LOU) 

AFTER THREE DAYS OF TALKS, GOJ TEAM RETURNED TO TOKYO WITH 
ALL BUT TWO ISSUES RESOLVED: (A) WHO SIGNS THE MEMORANDUM 
OF UNDERSTANDING (MOU) SETTING UP THE ACCOUNT AT TREASURY, 

AND (B) WHAT INTEREST RATE TREASURY WILL PAY ON THE DE- 
POSITED FUNDS. WE HAVE GONE ABOUT AS FAR AS POSSIBLE ON 
THE FIRST ISSUE, AND, UNLESS THE GOJ SHOWS CONSIDERABLE 
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INGENUITY AND FLEXIBILITY, THE PRIME MINISTER'S INITIATIVE 
MAY YET FALL THROUGH. 

WHO SIGNS: THE ISSUE IS WHETHER THE GOJ OR JAPANESE 
UTILITY FIRMS WILL SIGN THE MOU WITH TREASURY AND DOE. 

THE GOJ WANTS THE LATTER WHILE TREASURY SAYS THERE IS NO 
PRECEDENT FOR SETTING UP SUCH SPECIAL "DEPOSIT FUND 
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ACCOUNTS" FOR PRIVATE FIRMS. THE GOJ OFFERED TO PROVIDE A 
"SIDE LETTER" WITH ASSURANCES THAT IT WOULD USE ITS "BEST 
EFFORTS" TO PERSUADE THE ELECTRIC POWER FIRMS TO ABIDE BY 
THE AGREEMENT. TREASURY HAS AGREED TO RESEARCH THE LEGAL/ 
ADMINISTRATIVE QUESTIONS INVOLVED AND GET A POLICY DECISION 
(FROM GENERAL COUNSEL MUNDHEIM AND UNDERSECRETARY SOLOMON). 

INTEREST RATE: TREASURY WANTED A FISCALLY NEUTRAL (I.E., 

NO PROFIT OR LOSS TO TREASURY) FLEXIBLE RATE BASED ON THE 
FEDERAL FUNDS RATE. GOJ "STRONGLY REQUESTED". AND TREASURY 
AGREED TO A FIXED RATE. TREASURY SUGGESTED 6 TO 6.5 
PERCENT. THE GOJ ASKED FOR 6.5 TO 7 PERCENT. 

BOTH SIDES AGREED ON A LETTER OF ASSURANCE FROM DOE WHICH 
GIVES A SATISFACTORY LEVEL OF "CONTROL" TO THE JAPANESE 
SIDE WITHOUT GIVING SO MUCH THAT THE ALLOCATION WILL BE 
SUBJECT TO INVENTORY TAXES. 

2. UNU (CONFIDENTIAL) 

THE JUNE 26 SENATE FLOOR DEBATE ON THE FOREIGN AID 
AUTHORIZATION BILL RESULTED IN PASSAGE OF AN AMENDMENT 
OFFERED BY SENATOR DECONCINI STRIKING THE $7.5 MILLION FOR 
UNU (THE HOUSE FENDED OFF A SIMILAR EFFORT IN ITS VERSION 
OF THE BILL). THE BILL WILL GO TO SENATE-HOUSE CONFERENCE 
SOMETIME AFTER JULY 4. THE DEPARTMENT WILL UNDERTAKE A 
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VIGOROUS CONSULTATION PROCESS TO GET THE UNU AUTHORIZATION 
RE-INSERTED. SENATOR INOUYE IS THE KEY, BUT APPROACHES 
ALSO UNDER CONSIDERATION TO SENATORS DECONCINI (WHOM 10 
HOPES YOU WILL APPROACH), CASE, SPARKMAN, LEAHY, CHURCH 
AND REPRESENTATIVES ZABLOCKI AND FASCELL. PROSPECTS ARE 
STILL UNCERTAIN, AND A DECISION MAY BE DELAYED POSSIBLY 
UNTIL NEXT JANUARY IF THE CONFERENCE RESULTS IN A CON- 
TINUING RESOLUTION AUTHORITY. 

3. KUBO'S MEETING AT ACDA (CONFIDENTIAL) 

IN HIS MEETING WITH ACDA DEPUTY DIRECTOR KEENY ON JUNE 28 
NDC SECRETARY GENERAL TAKUYA KUBO INDICATED INTEREST IN 
(1THE ROLE PLAYED BY THE PRC AT THE UNSSOD, (2) THE ROLE 
JAPAN MIGHT BEST PLAY ON DISARMAMENT ISSUES AND (3) THE 
SALT NEGOTIATING PROCESS AS AN INDICATOR OF SOVIET STRATEGIC 
THINKING. REGARDING THE PRC IN UNSSOD. MR. KEF, NY SAID HE 
DETECTS A GREATER CHINESE INTEREST IN PARTICIPATING IN THE 
INTERNATIONAL ARMS CONTROL DIALOGUE RATHER THAN SIMPLY USING 
SUCH FORUMS FOR ATTACKING THE USSR. HE SAW THE PRC 
APPROACH AS NOW BEING MORE SOPHISTICATED AND RESPONSIBLE 
AND LESS PROPAGANDISTIC. KEENY SUGGESTED THAT THE MOST 
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EFFECTIVE ROLE FOR JAPAN WOULD PROBABLY BE IN THE AREA OF 
NON-PROLIFERATION AND THAT JAPAN CAN DEMONSTRATE THAT A 
NATION CAN BE PROSPEROUS AND INFLUENTIAL WITHOUT NUCLEAR 
WEAPONS. WITH RESPECT TO THE SALT NEGOTIATIONS. KEENY SAID 
THEY HAD INVOLVED THE TOP LEADERSHIP ON BOTH SIDES IN KEY 
MILITARY/STRATEGIC DECISIONS AND THAT THE PROCESS IS NOW 
TAKEN FOR GRANTED. HE SAID HE BELIEVES THE USSR IS PRE- 
PARED TO ACCEPT A POSITION OF GENERAL EQUALITY WITH THE 
US. 

4. HONOLULU TALKS ON OKINAWA RIF (CONFIDENTIAL) 

ED FEATHERSTONE ACCOMPANIED ISA/EAPR DIRECTOR BRIG. GEN. 
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PINCKNEY TO HONOLULU TO CONSULT WITH JDA DIRECTOR-GENERAL 
KANEMARU AND HIS PARTY ON HOW TO HANDLE THE OKINAWA RIF 
IN A WAY THAT DOES THE LEAST DAMAGE TO GOJ COST-SHARING 
EFFORTS. YOU HAVE BEEN ADVISED BY SEPTEL OF THE DETAILS 
OF THIS SUCCESSFUL EFFORT. FEATHERSTONE USED PART OF HIS 
TIME IN HAWAII TO CONFER WITH CINCPAC STAFF OFFICERS AND 
OTHERS IN USARPAC AND PACAF CONCERNED WITH JAPAN. 

5. STATE-EMBASSY SOFTBALL GAME (UNCLASSIFIED) 

OUR 20 TO 12 VICTORY OVER THE EMBASSY LAST SATURDAY 
BALANCED OFF OUR DEFEAT LAST YEAR. THE GAME WOULD 
PROBABLY HAVE BEEN CLOSER BUT FOR THE PERFORMANCE OF NON- 
STATE DEPARTMENT RINGERS LIKE BERGSTEN, WEIL AND BARREDA 
AND YOUR BOOMING HOMERS. STR'S HEAVY HITTERS (STRAUSS, 
WOLFF, RIVERS) HAD PLANNED TO JOIN US BUT HAD TO LEAVE 
THAT WEEKEND FOR THE MTN FINALE IN GENEVA. VANCE 
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